ST 99-0258-G L 08/03/1999 MANUFACTURI NG MACH NERY & EQUI PMENT

Machi nery and equipnent used primarily (over 50% of the tinme) in the
manuf acturing or assenbling of tangible personal property for whol esale or
retail sale or |ease are exenpt from Retailers' Cccupation Tax. Suppl i es,
such as consumables, do not qualify for the manufacturing machinery and
equi pnment exenption. See 86 Ill. Adm Code 130.330. (This is a GL.)

August 3, 1999

Dear XXXxX:

This letter is in response to your letter dated June 28, 1999. The nature
of your letter and the information you have provided require that we respond wth
a General Information Letter, which is designed to provide general information
is not a statenent of Department policy and is not binding on the Departnent
See 2 IlII. Adm Code 1200.120(b) and (c), enclosed.

In your letter, you have stated and nmade inquiry as follows:
We are a manufacturer of electrical swtchboard equi pnent.
We manuf actuer this equipnent fromraw nmaterial

As part of our manufacturing process, prior to painting the equipnent,
we use paint thinner to clean the surface of the raw materi al

When we invoice out our product, we invoice it wth sales tax
cal culated on our total cost, which would include the paint thinner
i ndi cat ed above.

W have a supplier that is claimng that sales tax on this product
(paint thinner) is not tax exenpt, based on sonme ruling that had to do
wi th an autonobile repair shop

As stated above, we are a manufacturer.

Coul d we pl ease have your ruling on this situation.

Machi nery and equi prent that are used primarily (over 50% of the tinme) in
the manufacturing or assenbling of tangible personal property for wholesale or
retail sale or |lease are exenpt from Retailers' Cccupation Tax. See the encl osed
copy of 86 Ill. Adm Code 130. 330. The manufacturing process is the production
of any article of tangible personal property, whether such article is a finished
product or an article for use in the process of manufacturing or assenbling a
different article of tangible personal property, by procedures comonly regarded
as manufacturing, processing, fabricating, or refining that changes sone existing
material or materials into a material with a different form use, or nane. These
changes nust result from the process in question and be substantial and
significant. Consumable supplies, such as paint thinner, do not qualify for the
manuf acturi ng machi nery and equi pnment exenption. See Section 130.330(c)(3).
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Simlarly, consumable supplies cannot be purchased for resale. Your
supplier is referring to letters stating that Use Tax is due on consumable
supplies used by servicemen in an auto repair shop. Paint that is physically
incorporated into a vehicle under repair is exenpt when purchased by a body shop
with a valid Certificate of Resale. However, consunmable supplies used by a body
shop are taxable to the body shop when the body shop purchases these itens.
Exanmpl es of such itens include wax and grease renovers, sandpaper, masking tape,
buffing and polishing conpounds, paint thinner, and sundry itens that do not
physically stay on a vehicle when the vehicle |eaves the body shop. Ther ef ore,
such consumabl e supplies are subject to Use Tax when purchased by a body shop.
They cannot be purchased for resale. The sanme principles apply to supplies used
by manufacturers in manufacturing their products. Supplies, such as paint
thi nner, used by manufacturers to clean the surface of raw naterials, are subject
to Use Tax.

I hope this information is helpful. The Department of Revenue maintains a
Wb site, which can be accessed at ww. revenue.state.il . us. If you have further
guestions related to the Illinois sales tax |aws, please contact the Departnent's
Taxpayer Information Division at (217) 782-3336.

If you are not under audit and you wish to obtain a binding Private Letter
Rul i ng regardi ng your factual situation, please submt all of the information set
out initens 1 through 8 of the enclosed copy of Section 1200.110(b).

Very truly yours,

G na Roccaforte
Associ at e Counsel

GR: nsk
Enc.



